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ISie Soviet Sccmqssy 


Gen, JoMson, in inviting me to give thic lecture, suggested 
that I focus it around ©ight /qpiestiCBis which iie poi^ coacesning 
the Soviet economy, lacli:rflng its lelntions with the political 
leadership. At the outset, I should like to assure you. that Gen. 
Jotesoafs ahilil^ to cusk the right gueatloas is far siijjerior to 
my ability to 8 vq?piy the ri^t anawrs . However, I hope that 
what follows is at least partially responsive to his questions. 

Ob.lectlveB of the Ceaaaauglst Leadership 
Bbw Soviet econo^ Is slaped to serve tlie needs of the State, 
not the people. To uMerstand why it is structured th«=> vay At 
is, wiiat governs the establishment of relative priorities which 
control its develojmeat over time, we must start witli objectives 
of tie Soviet IdBMiership. 

The long-ran^ objective is, of coiaree, world domination. 
CoBEaunlma is above all else a rewolxitlonary foaree, striving for 
a victo3qr which will be evideaced by the liquldatitm of eapitaliam 
and the ^iergence of a Sovletized world order. 

A The most straightforiard \my^ to accoi^iish this objective 

would be % direct military action, flilltary outlays have eon- 

tinned to enj<^ a first priority in Soviet planning. However, 

direct large-scale military action seass to be ruled out in a 

hydrogen wmpon a^ as a oalculated policy at least while there is 

a reasonable balance between the forces of the East the ’Meat. 

This caution does not rulagout the possibility of ssw-ii wars which. 
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in tiije opinio of the Soviot; leaders^ tiould not develop into a 
genexal Bast-<test conflict. 

Fna^fcher, there ia a need to ^intain sia^d^le con’TOational 
Mlitary forcea in being for interml seciirity poi^ses aa^ to 
iteep tile European Satellites in laie CoEammlst camp, itost 
aatly;, ‘Urnre is a need to develop advanced veapons sjstms; to 
strive for a military breakthrou^ idiicb vouid revive tte present 
nucl^r staleiaate in the Soviets* t&vor. Should the l^R sticceM 
in developing such superiority, it would not i«cessarily need to 
en^ge in ©sneral mr. Ihe possession of clear-cut sigseriority 
would give ttoa a wes^n for politlaal threat and bXacJamil 
that could prove decisive, even short of a hot war. For these 
leaeons, the military effort, as a proportion of gross 

national product, is greater th£m that of any other nation ia 
world* Stated anotter way, this meeyos t^t the di version of 
ecoiMMuic resources to military susport in peawetl^ is without any 
pamllel ia the Vest. 

Secondly, the Soviet leadership for the pest 30 years has 
followed a policy of foioed draft induetrialiMttl<»i, centered 
on heavy industry. Tte rwsons for this are many, but they are 
all cousistant with the objective of eventual world domlnatimi. 

tEhere is, of course, the obvious relationship between heavy 
industrial capacity and munitions producing capability. Seccaadly, 
total investaient, and industrial investment in particular, must 
reuain because growth mtes mist be sidistantially above laiose 

achieved by the United States. The reason for this is the often 
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repeated Kremlin ob^ectiw of eatehing with surpassing 'Hbe 
most advanced industrial nations, including tiie Ohited States, in 
per capi-to production. The fulflUaemt of this ohjectiife, 
Khrushci^v l«lievefi, vill prove tte st^erioritgr Coaminlst 

system over the free enterprise astern. Bapid eccaKsaic grovth 
leMs suhstanee to tte Comunist image of progress and , powex'. It 
provides support for t3ie propagation of C<affiiuaist docrfcrine 
abroad, ^irticularly la underSeveloped ©gantries, &£ rapid in- 
dustrialization 1dm>ugh the Soviet-type organlzatlcm of society * 
All Idiis Bugfijests that after the necessary aiiocaticHMi to 
defense asid investaffleat, there are few econoffllc resources l«sft over 
to satisfy ajusim^r requirements. And this is true. Sowsver, 
within the past few ymrs, Shrushchev laas «d>arlsed on a progreea to 
raise the s’fcandaids of living of the Soviet people, aare 

two J£^ reasons for this progreaa: 

First, to secuie moie cooperation tjxm the worliers so tlaat 
piodv^tivity can Increase in a period of labor scarci-ty, and 
second, to remove the stigaa of poverty which attaches to 
CcBssauniffia and theieby increase its attractiveness abroad. 

£det*s tahe a loolc at how all of these eos^tlng demands for 
econoiaic resources are resolved today. 

(Ctort - Compariscm of ^5 & OSP by End Itee ) 

1. In absolute amount, Soviet fflBEP was about hx^ of the 
US in 1957* However, in absolute dollar tenas. 
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a* Defense expenditures were about equal to our 
own* ©ils means that if we were to purclmse the cui^reat 
MU of military goods and services the Soviets are buy- 
iag, it would cost us about as mxch as otst present military 
programs. 

b. Total investjsent was about 60^ of ours^ but 
investaeut in Mning, aamrfeeturing, aiai electric power 
ws 80 - 85 ^ of that in the U.S. ®ii6 yeaa-^ such xavestjaent 
my be equal to ours. 

c. Conaiaoption, or what the consuaer gstSj was 
only 35^ of that in the U.S.^ and on a per capita basis 
was sxjbstaixtially less than this. 

The question of the average &>viet cltlzm puts tp 
with tMs syatfiss cannot be answered simply. There are a niM>er 
of reasons j whlcli can be divided belareen "carrot'* and "stlch” 
types. Ctei the carrot side there is ciadle-to-the-grave social security, 
a SB»11 but ^rceptibie year to year ii^roveaent in living standai^s 
and fi’ee education. Gn the stick side tiKJre is the ever present 
secret police. Propaganda is a powerful force * the creation of 
a false imge of the West as vax mongers gmd capitalist exploiters 
of tljfi people In contrast to the CoEBaunlst image of j^aee and im- 
proving standards of llvlag thrcrugb eeoncaaic growth. 

How do the Soviet leaders control tl»ir econoEy? 

Control of the Sconomy 

la tlie Soviet Union, the Ccamauniet Earty is in ccs^lete 

contxol of policy foimaaticai and iigplaaentaticaa . At the apex. 
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the hi^st couttcll is tte itoty Presidltsia. !I3iis Isofiy of 1$ 
iaei 2 toex ‘0 is prosified over ty Kiirusiiciiev, %fiio is First Secretary. 

Tire ffiilitaryj, the secret iXilicej^and profeasioml ecoacMale JEaBagers 
no longer have a direct voice in this council. 

Secretariat of the Presidium is the group i^apoasihle 
for tte day-to-day In^rpr^tation of policy. Of its ten current 
membera^ only one, Suslov, has a loc^r tenure tten Khrushchev, 
and thus is the sole wm&n&r -vSk) does not owe his present position 
tiiere to Khrushchev. heir - apparent l^re Is Kirichenko, a 
full a^slser of the Presiditsa sinee 195^, and formerly ms Fiist 
Secx^etary of the party in the Uitaraine. 

(Briefing Aid - Soviet Ir^strial afemagement ) 

JBi the center is the Pmslditea of the Council of Ministers, 
of ^ieh Khrushcliev is also Chains. This is the top govern- 
mental body charged with the iapla^ntation of policy, with carryit^ 
out decisions of the leadership, Eie two First Deputies 

Mikc^n and Ke^ov . Koslov is a former Lenii^rad :^rty boss 
who has made rapid advances under Shruahehev and is looi^ upon 
as a "c<»Ber.‘' 

The reorganieaticai (x£ Industry and plaaaning, carried out la 

I 

the past year, has enhanced ttast role of Gosslan . Sosplan 

is not only responsible for developing short and long-tem eecniOEilc 
plans, hut because of its newly acquired executive aiifchority, ie 
partially responsible for plan execution. Its chalrfflan is KiJigmiw, 
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ylio i® also a d.ep\rt:$y clmismn. of tiie Cotmcll of Jtoietere* 
vas bsotight. in from t3be pa^-ty appai’atn® to tliis hey post. 

0330 Cornell of Minister®^ >ailch inclxsaes several laesasers 
of {jk^planj, also Ms a laore political flavor 1daan foreasrly^ 
becaiioe Jseafcers of tM 15 Union BepuHies Bit on it. 

The Union Republics have direct control of the nsvly created 
councils of national ecoaoray in their respective terrltcfries, vMcb 
iaeaas an increase of Barty Cmtrol at the regioml level. These 
councils of national economy, or sovnarhozy^ have enteria'lses sub- 
ordinate to them uhich are lespwaslhle for pzoduelng shmit 75 per 
cejit of all industrial output. rCTaining 25 per cent is 
under the control of eitMr local eovemasents or the fsfu remaining 
central laiaietries and special ccaMittees* 

TM reori^iniMtlon of 1931 1 then, stdjstltuted a patMm 
of territorial contsol over industry, ccaspar^ to tM previous pattern 
of tecimicaily specialized industi’ial ndaistries vhich ccaatroHed 
producing enterprises directly frm. the center. 

The m^or beneficiaries of the Party’s re-established 
dcsaiisaiice ore tim gj^paratcMchi, the people who mi tlse party 
jaachinery. Khrushchev’s attenticai to ecoccmcLc matter, Ms 'per- 
sistent deEsinds that party i®ople master a knowledge cf econcmies, 
and the estsblishaent of special courses for Iferty workers to this 
end, indicate that Party officialdCHa will become increasin^y 
coneemed vith operations of the ecoKay. This is a shift away 
fma past control of indiistry by tlo tedbnical engineering elite - 
tiie former iadustiial ministers. Tlje shift mist Imve en©3ndered 
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resen'bnesiit oe the part s£ ti^ indEstrisl elite , and hrlags into 
qiiestion the degree of siKscess the reox’ganization aay have* 

Eeoncaalc KanRtnF. 

BEOve I siioald like to review for you, la. very brief 
fashion,, tl® eletients of the national ecoKaaic plan. Actually, 
there are 13 interrelated sid) -plans "sdiicb sake tlie 1111010 ;, mid 
on om* next chart the aore important ones are highlighted . 

(Briefing Aid — Conetituent Sub-Flans of the Katicaial 
EcoBCHaic Plaa ) 

1. Aggregate Indices of Aetivltiy * Siese are mnetary 
estimates oS soch key elmaents as gmss value of output fox’ 
industry, agricvature, tiaaaport, the volutae of retail and foreign 
trade, tdie value of capital Invsstaieat, mid so forth. 

froductlcn, . 2Me 8ub-:^jfta consists of the output 
sciiedules for specific ecxaaodities in physical units in gxeat 
detail and is •&>& atost Inportaat part of the over-all jdan. 

3* Ifeterial Iteehnical Supply . Given the prodxiction gcsils, 
a schedule of allocations is drawn desigaed to provide each 
producing unit with the eaiKiunt of raw mterials, semifinished 
goods, and capital equlpaent needed to meet its production ^xals. 

Ihe sateriaJ. ’oalaace techniqiae utilizes a series of technological 
coefficients, or input-output ratios. Ctosplaa centx'uHy adsilnisl^rs 
the supply cf over 1,(XX> ecajmsodities . 

h. Capital .^vestment . Ttm capital Investaaeat suh-plaa 
l»s two priisary functicaxs. First, it provides the increased capital 
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stock eetimted to be neceasary to iaeet future prc^uctioa ©5als . 
Becceodj, it distributes investsjjent resources in accordance witb tbe 
priority preferences by the Soviet leaders. 

5* ^^onhoolopy - 'Kae introduction of new technological pro- 
cesses has been a seiJaiute sub-plan since 19^.. The need for 
industrial innovation has beccEKs saK!h laore ie^orteat within the 
post year because of tte need to increase labor productivity. 

'iiie State Cosaaittee on Science and technology has teen i*etalned 
as an independent bCK^ reporting directly to tte Coimcil of 
Ministersj one of tm sucli coaaalttees i&ich wre reteiaed in tte 
leor^mization of 1957- 

6. later and Cadres . ’IM.b part of tte plan ecJasduXes incre- 
fflente to tte iKHi-agricultiiral labor tQrcB in accordance with 
over-all production goals and tte planned average increase in 
output per worker. It also covers technical training plans. 

7 . Cost of Egoductiop (Sebestoitest). These are xsrodtetlon 
cost estlaates prepared for each coiaaodity ate essential service, 
which are cccibined to provide an estimte to total costs. Be- 
cause of ti®e IrlMtatites, I shall skip over tte next three li^ns 
as well as the final two, and tun^ to tte 

State Budget . TtQ priaaxy functicai of tte state budfpt 
is to nwbilise the flnsncial resources of the economr mid to 
direct their flow to acco^ish tl'ie production objectives. !fte 
most isisoi’tant financial resource flows are, cn Ite inccaae side, 

the income from profits of enterprises ate Qie tumover tax. On tte 
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e:<jieaiitiire side, tte ns^st Isixsr-tent allocatione to invest- 
aent and. defense. ^ ^ _ 

I do PXit conclude frora this amlyBis that the secret of 
Soviet msccess lies In greater efficiency. Cfa the contrary, ccaa- 
parod to the leading free eatexprise econoaies of tlje Vfe.st, 
the COTBsmlst eyistm is relatively ii^fflcientj i in sy opinion. 

•She secret of Soviet succe.30 is relatively sli^e - it 
directs the flov of a far M^r prcporticai of resources to 
nsticHE^ policy purposes than does tl^ yaited States. 

national Policy Eac^ndittnces 

I define, natlcaaal policy -purposes to include, ^.fense, 
civilian and lailitary research and developBient, foreign aid, 
education and tevestsraent in industry. 

Iet*8 corapore the tro cotsntriea, ejoeiuding investent for 
the acasent. 

(Briefing Aid - ifetlQpal BoUey Eatpendltinw? 

mi) 

IMS chart shows that: 

1. Soviet defexffie outlays in 1957 j. converted to 

dollara, vere alightiy greater than those of the U.S., 

2. Soviet research aexd develo$^nt ^^endituj.’es v®re, 
in total, less than half those of U.S. However, Esilitaiy 
I". a33d d. vfss about two-thirds of otETS. 

3 * Our foreign aid program was about four times as costly 
as that of the Russians. 
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k, Mildi respect to expeadituree for education^ tlie outlays 
io tl3© tw countzlea vexe. giiite close. !I5ie ea^hasls in Soviet 
education, as you all loaov, is mich acre on the ptyslcal sciences 
than is 113© case in our own country. For exangsle, tlie Soviet 
I&iion is e 3 ^duatlng 90,000 engineers per year cca®ared to our 
37jOCK) 20,000 j^sicians per year compared to our 7,CKX). ®ie 
ten Aaserican ^ucators who isade a jacnth-long visit 1x3 tiie Soviet 
l&ilon this spring were Messed, and sobered, by "tl-ia degree to 
wiiicli tlw IJSSR, &B a nation, is coEfBitted to education as a 
aeans of natloml advgynceE^iit.'' 

!Che goals of the Soviet educational i^etcaa are to: (l) 
elijainate illiteracy; (2) train tl® ndlllme of engineers, 
teclmicians, end other woi-hers needed for the mpidly growing 
Soviet aconcaay; and (3) inculcate a senee of pride in national 
achieveaeiatB and a sense of loyalty to the Soviet political system. 
As a cc3a3^<4ueace of its particular gcjals, the Soviet edusatioiwl 
syctm differs from 14^ W,S. adtacationai. ^stesi in tiiree laportaat 
z^spects: (l) the earric3iliaa, textboohs, and Bietbode of teaching 
axe laid down by the central govenisent and are starstoidlaed 
out the entire Soviet Ifeion; (2) the prestige. aM real incomes, of 
Soviet teachers are relatively aich hl^ier than in tb& 0.S.; (3) 
educaticai is rocognlaed as by far the most iic©ortant road for 
advancen^nt, and the Intensity and seriousness of study that premil 
tijroughout the USSK is found only in j:are iastancee in the U.S. 
educations! systea. 
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©OTdng to investiaent outl^s, ve find greater eoatrasta. 

(Briefing Md - US yb. US^ Capital foveelaeatj 

mo 

1, ffiiis cbart aliovs that in 1957# Soviet iswestaaeat in 
Induatry, which includes mining# manisfacturing and piiblic utilities# 
was e^usl to «d>out 80 to ^ pea* cent ctf similar in-vestueot in 

the United States.. 

2, M contrasty oirr outlays foi" -te^nsportation ®}d eom- 
jaunications# which includes a asssive Mgbws^ building program 
was nrorly three tines the cosztpsuratble Soviet Inves-ta^at. 

3, CcsDBaercial InvestJaeat# miich Includes stores# shoppine 
caters and drive-in laovles# 'me over 7 billlms in the U.S.# but 
only about one billion in the US^« 

k. The Soviets put about twice as laueh laoney into agriculture 
as xiG did. This reflects the traditicml neglect of the c^rieultuasal 
sector by Stalin# ai^ the icgpleiaentatioa of the Khrushchev pl^igs 
to is^zove living standards through, a better diet. 

5 . Our housing investaseat was about 75 per c^t higher 
than theirs# even thouf^i living ^pace per capita in the Tfcited 
States is already well over ;^ur times that in the USSR. 

6. investB^t iaclufes aascmg other thin^# outlays 
for religious iaastitutloas# hospitals# mter and sewage# and 
conservation. For these purposes# ws spent about tm and a half 
tlaies as mich as the Soviets. 
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la total ;> tike Soviets are devoting^ as a proportion of 
gross national product, over twice as siuch to these national 
policy purposes - iavestaaaent in lnd«^try, defense, reseai*ch and 
developsBsat , ed\M:atioa, and forei©i aid - as we ai^. Si absolute 
terEJS, their outlays in 195? were nearly ^ per cent of ours. 

And tore, in isy opinion, is the principal econciaic reason 
for Soviet success to date. 

Future Probity 

%'ha’t of the futute? Are there any obvious prohlem areas 
whicJi will develop into laajor constraints on future Soviet growth? 
l‘ae ISoviet Union is certainly not without eeoncmle prohleito, and 
the greatest of these center sunound labor productivity. 

Until very i’ecently, tiie Soviets were able to secure the 
labor needed for industry and other non-agprleultural ssaapower by 
drainii^ it off the farms. However, surplus production of 
agricxiltural p:roducts disappeai’ed, and the USSR reached a point 
where it was totroly feeding itself. Over the past three years, it 
has not been possible to divert additional saapower fto® agriculture 
to industry. Furtheraore, tiie USSR has come into the tiiae period 
when the low birth rate of the wir years is being reflected in 
fewer workers entering the labor force, jperhaps 3 nillion less 
in the next seven years as ccm^ored wito the 1951 -5^ period, 
labor productivity must be increased rapidly if the ambitious goals 
of econcKsdc growth are to be Jaet. lo one will doubt that vast 
iisproveaent is jossible- Iiiet*s look at a few consparative figures. 
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(Briefing Aid - W and tfSSR fojgulatlea and EagaloyiseatT 
1 Jtav 1957) 

1. US® has a proportion of population in the labor 
force - hj per cent ctaspared to 40 per cent in tte US. 

2. AltiKjugii the size of the industrial labor force in the 
Soviet ItoiOQ is larger than in the Uni-ted States, the vali^ of 
production in U.S. industzy «as about 2-| tines that of the Soviet 
Union. 3h rou|^ terros, industrial labor force prodwstivity is 
about 35 per cent of that in the U.S. 

3. Ihxwiuctivity in Soviet agriculture can only described 
as abysmal. It takes almost one farm vorlser to feed foux* people 
coagjared with about a 1-21 ratio in the U.S. 

The Soviets have eadjarked on a tiro-pi'onged attack on the 
productivity probi^. They have programs of direct investEaent in 
industry and a©:*iculture on the one hand and a ntsaber of programs 
designed to increase worker incentives. 

The aztreaely ambitioue agricixltuial program has two aitiist 
first, to mise the <|uality of 12ie Soviet diet to levels approxi- 
sating that of the United States, and second, to increase agricultural 
productivity to the point idiere the transfer of workers to industry 
can again be resumed. The Soviet diet is wlnspiring; it is a 
drag on worker incentives. Let^s tai'.e a brief look at scaae com- 
parative diets. 

(Briefing Aid - and USSR Average Diets ) 

1. Soviet diet is adequate in calories. 

2. However, it is oveiwhelmlngly a grain and potatoes diet. 
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Tijese ffteples account for nearly JO per cent of caloric intalso. 

3. By U-S. Btan^Jards, tte diet is deficient in fats, oils 
and lailit* 

4 * widest discrepenc^ is in neat. Bi the WS, 12 per 
cent of total intake is accounted for by Meat and fish, cc®®iared to 
if. per cent in the USSR. 

ISirushcheY has called i^pon Soviet agricultare to mtcb the 
U.S. in per capita production of silk hy 195 ^, and of iMat 
1960-61. It seems hlghiy unlikely that such goals can he laet. 

Ms a fm'ther prop to worker incentives, the IIS® has begun 
to 3 aake pl^s for msing the chronic housing shortage, a cause 
of widespi-^d dissatisfaction* Current average living-sleeping apace 
for a faaily of 4 is 13 hy 13 feet. This is less tten half the 
cvn-reat availability in Italy, aaid about a tiiird that of the 
If.K. ifermhcbev has proaised about a 15 per cmt ij^^veasaent 
in housii^ i^ace by the end of i960* Be also has proaised that 
the housing shortage will be overccaae in the mxt 10 to 12 years. 

Idtether this two-prcnged attack Hie labor productivi-ty 
problem vlU succeed, is of course, not possible to predict with 
absolute accuracy . I would like to sake only one caasi^nt on it . 

Both the eJaborate pleuis for technological iamvations in industry 
and the agriculture aod housing pJjsms need not succeed ccrngiletely 
for the Soviets to realise their gpals. IDie establish»nt of 
a trend of ii^roveaaent in living stao^rds, acceptance by the 
worliers cf the idea ttet things are getting better and will continue 
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to better raay be sufficient to bUng out the <3eg?ree of 
coopei’atlon vltti the regiae which Is necessaiy. 5Sbi8 could be 
true even thot^ Soviet living standard remain well below 
those in iSie ISaited States. 

Soviet IODg~Bun GrovUx 

I would like to turn now to the Queation of iong-te-im 
econsmtc grcwth in the IBS?. 2be terns of inference of this 
series of lectures calls for your coneiderution of the next decade 
or two. 

There is oi^ competitor for Soviet resources that I have 
not mentiCHied, and that is their aid program in uDderdeveloped 
areas. I think we should dispose of it before returning to the 
min stream. 

Let’s take a guick look at it. 

(Briefing Aid - SoVSloc Credits and Grants to pnder- 

developed Countries of the Free yorld ) 

TMs chart shows: 

1. Since I 95 U, the USSR credits and grants imve anounted 
to about $1.2 billions. Sven if we send the Soviets a bill for 
the buUi of aid given by other Hloc countries, which is particilariy 
justifiable in the Middle East, ^re the European Satellitee 
have been used as a front by ti^ US®, we still get a total of 
about $2 biliiono. 
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2. ffliis aidj, spread over a period of aaouats to a 

aet draiii of |200 to $400 mlUlocs a y&&r, ■wbich is far less 
tbea QMs-lmif c«P OB© per ceat of Soviet GUP. 

3. ilie point is tiiat tbe c3:edlt progiam could incrr^e 
seveml fold vl-aiout beccaiiins a serious drsln. A, very i^flall 
cteoge in our projected rates of growtii for investojat^ defense, 
or eQ8iB»®ftioa wouLd easily absorb cost of fe>viet aid prc^rass. 

Givai tbo Soviet leaders determination to catcb up with 
tiie United States, and given tbe coEpetlng deaands for ecorK3mic 
reaources MitMn tee USSE, teat is a reasonable projection? 

Ve can start wite tee various co^sments of grc«5S national 
product, and by exaEdning past trends in tbe light of pxesent 
Coeaamist policy, extrapolate tbese into the future. Any such 
piojectiotis, of course, are pretly^ -well e<mtroll<^ by tl» 
laents made before the calculator starts to grind out the answers . 
What follovB reflects sy own. opinionsi I do xiot pr^ent it to 
you as tee "school solution. *’ 

¥e can start with Imrestiaent, and ras^mber tl®t ©coiaxaic 
gimte is rest intimately related to this suheocpjneat of GSP. 

For a variety of raasons, I ea^ct Soviet inves-tognt to increase 
at 6-10 ;]wr cent a year, cranpared to 12-14^ per cent over ths past 
several years. This wodd be enou^ to jn^h industrial piMuctl-on 
up by a rate rou^ily twice that achieved in the U.S. in the 
postwar period, telle not ail tee Kreialia leaders would desire, 
tee achiev^aent of such industrial output levels would peiTB5.t teim 
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. "owrtaking sud stitrpassiBS the 

to aake stea^ progress in ov«i 

U-S.'* objective. 

8econ<ajLy^> defense e:^iidltureB, in tiie absence ctf any 
genuine disai^nt agi'e^ient, tfOX continue to increase. How 
lauch is »st difficult to answer, but telling into account the coa- 
peting iavest*aent and consuRser demands, I Mve selected a 5 
cent a year rate, 'mis is sii^tiy lower than record of the 
immediate |»st. However, 5 pei* cent a year c<^uaded would pemit 
defense outlays to mre thai. double in 15 years, and reach about 

;^100 billions a year by 1975* 

mirdly, we have to allow for at least a slow but continuous 
improvisaent in the Soviet citiren’s standards of living. If 
set this at 3 per cent a year ^ ca^m, which seetss Hhely at 
least to 1965 in the light of present consumer prograjss, this 

that per capita living star^ards would be about tvjo-tliirds 

hiehor by 1975 than they are today . 

m summry, this adds up to is a sto per cent rate of 

increase for Soviet GUP, caapared to a rate of about 7 pe? cent 

achieved in the 1951-55 period. 

itow, if we project forward U.S. growtij at 3*5 cent a year, 
t*Sch seems about right to Jse, we can coi^re the development 

of the two econcxaies over tin«. 

, (B-x'iefing Aid - Cosg>arison of and USSR GMP) 

mis ctert shows; 

1. ^ 1963 , Soviet output in total siK>uld be nearly iialf 
that of the y.S. Thereafter, tise absolute gap between the two 
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ecojjcsaies should start to close. 

2. % 1975, Soviet GUP should toe approaching two-thiids 
that of tl» United States in -Uie saBie year. 

3. By 1975 j Indi^^trial productKm In the USSR should be 
at least equal to 75 psr cent of the U.S. level. Hovever, their 
output of producers aoods is expected to exceed our am vMle 
OW' output of QomvmsTS goods trfJLl still toe higher tlmn theirs. 

1 see that I have laore than used x:^ ny tlJiO j so I will 
suGBSsrize veiy toriefly. 

1- ^Ehe Soviets Imve succeeded in touiiding &n lESiposing 
econo!^. yhis has been achieved, not because CoBmunie® is a 
particularly efficient syste®, tout because it channels a very 
high proportion of total resoijrces to serve aatior^ policy 
purposes . 

2. Tlie Soviet econojjy teday Is supporting a nllitaiy effort 
whicii, assured in absolute terms, is at least equal to timt of 
•Uis United States. 

3 . As presently stx'VKstured, tM Soviet ecoxWHy Ims the 
capability of continuing a high rate of growth. Total output 
in five years tia® probably will be eqisl to half ttot of the 
United States, and thereafter the absolute gap between the two 
countries should begin to narrow. 

4. Undo'ubtedly the Kremlin leaders believe that their 
growing ecoacsaic strength will eoatribute increasingly to their 
apal of world dcaainatlon. Growth In asilitajy capabilities will 

Approved For Release 2000/09/11 : CIA-RDP62S00545A0001 00090046-7 



Approved For Release 2000/09/11 : CIA-RDP62S00545A0001 00090046-7 


lead to lacrea$ln£ opporturiities for latirddatioa and 'blaciaaa.il. 
Further 5, tlie projection to tiie -undsrdevloped comtriea ct tiie 
CoEsmist isaa^s of rapid gro^rtli is ei^gjected to result in volontary 
raisiaonta with the Soviet system. 
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